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TO OUR READERS 


General Ziaul Haq's sudden disappearance from the national scene 
underscores the perils and pitfalls of the shadowy life of military 
dictators. In Pakistan, where the tradition of reworking history is 
as old as the country itself, it comes as no surprise that the ill- 
fated general is being quickly resurrected as a martyr and a saint, 
with his memory sanctified, his deeds ennobled and the eleven-year 
dark age under the dictator rewritten as the golden age of the 
twentieth century Islam. What is being conveniently papered over is 
the fact that the general relished the role of a ruthless dictator 
whose reign was marked by a cynical disregard for the country's 
constitution and its political and social temper. Under Zia's forced 
medieval style Islamization drive, Pakistan's only democratically 
elected prime minister was executed, thousands of democratically 
inclined people jailed, flogged and beaten, trade unions, student 
associations and political parties banned, the press muzzled into 


submission and the rights of women thoroughly circumscribed. 


Under the provisional regime of Pakistan's most bureaucratic 
bureaucrat, Ghulan Ishaq Khan, and his coterie of sycophants, the 
departed general is being coined as national tender - the holy warrior 
who valiantly wrestled with those mean - spirited communists up north 
and sacrificed his most prized possession in the service of Islam. 
And were it not for the existing democratic ferment and the contrast 
it poses to the stifling climate of the reign of generals, the epigoni 
of reaction would probably succeed in raising the dead man to life, 
if not in flesh, at least in spirit. It is a tribute to Zia that the 
temper and tenor he helped cultivate during his lifetime finds a 
durable resonance among the darbaris who now anxiously await another 


man on horseback to continue his legacy. To understand the peculiar 
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nature of General Zia's rule and its legacy, we open this issue with 
the article "After Zia: The Prospects in Pakistan" in which Talat 
Rahman surveys the range of factors underlying the maintenance of the 
Zia regime, and assesses the current prospects in the light of those 
factors, some of which persist and some of which have undergone 
important changes in the meanwhile. In a similar vein, Babar Ali, in 
"Pakistan without Zia" takes stock of the strengths and weaknesses of 
the political forces both in the opposition and those in the 
government that constitute the critically fragile conjuncture at this 


time. 


As we go to press, the excitement and urgency of elections, both 
as a dramatic spectacle and a logical denouement to the dreadful rule 
of the military, have the political airwaves awash in euphoria. On 
the morrow of elections,however, some very serious issues of economic 
as well as political impact will have to be confronted. In "The Tasks 
Following the Election," Izzat Majeed has outlined an agenda of basic 
issues that would have to be dealt with as we grapple with the 
responsibilities of nationhood. His analysis is followed by a 
comprehensive essay on Pakistan's economy in which Dr. Akmal Hussain 
has diagnosed the ills of Pakistan's economy--debts, deficits and 
erosion of growth infrastructure--as it has evolved under the 
IMF/World Bank conditionality arrangements. The special virtue of 
Akmal's analysis lies in the fact that he goes out on a limb in 
following up with an alternative development strategy. The memories 
of past are all too painful but they cannot undermine the hope and 


determination for a vision of the future. 


Some of our readers will remember that the first issue of the 
Pakistan Progressive emerged in 1976, in the waning days of Bhutto. 
Our initial objective was to provide a forum for the critical analysis 
of political developments in Pakistan as the country 


--{continued on p. 28}-- 


AFTER ZIA: The Prospects in Pakistan 


by 


Talat S. Rahman 


Had people in Pakistan been polled about how they thought Ziaul 
Huq would die, there would have been many answers, but with a common 
theme: hanging, an assassin's bullet, a plane crash. After all, 
there had already been a very close attempt on his plane with a 
land-to-air missile in 1980. It was thus hardly a surprise when the 


news of the crash spread on August 17. 


Nevertheless the people of Pakistan were stunned that it had 
happened--both by the event itself and as they contemplated what Zia's 
death might mean for their country. A dictator who had ruled the 
country ruthlessly for eleven years and who was showing no signs of 
yielding to any pressure to introduce democratic changes, had suddenly 
become an Absence. It had really happened. Of course it was 
sabotage: no one in Pakistan would like to believe otherwise. More 
importantly, Pakistanis really do not care what the joint 
U.S.-Pakistan commission may have"found" the cause of the incident to 


have been. What is important is what happens next. 


Gauging the possibilities, however, requires appreciating what 


was special about Zia and his tenure. 


For one thing, Zia did not have, and did not care to have, many 
friends within Pakistan. His base of support lay outside--in the 
Reagan administration, in Saudi Arabian palaces, among the Sultanates 
of the Persian Gulf and the Islamic guerrillas fighting the government 
in Afghanistan. In this respect he was very different from the other 
military dictator, Ayub Khan, who also ruled the country for eleven 
years, but who eventually gave way in the face of internal protests 
and riots. Ayub, moreover, had all along found it necessary to offer 
lip service to democracy and to create "reform" programs to win over 
certain segments of the population. Zia did not even deem such 
cosmetic strokes necessary. And despite the fact that both Ayub and 
Zia ruled by virtue of the armed forces, the nature and role of the 
military with respect to civil society at large underwent ominous 


changes under the latter. 


The contrast with Ayub is revealing in other ways as well. Ayub 
was not a Punjabi; neither did he put himself forward as a "soldier 
of Islam." The history of the national and religious questions is 
crucial to an understanding of what is possible at the present 


juncture. 


Zia came to power through a military coup July 5, 1977, on the 
pretext of bringing law and order to the country, following 
disturbances which had erupted in the wake of claims by the opposition 
that the elections just held had been rigged. He promised elections 
within 90 days (a promise that has yet to be fulfilled). But having 
tasted power, he went about consolidating rather than tending it, and 
began looking for ways to legitimize it. He was intelligent enough 
to know that he did not have and could not achieve the support of the 
people. Holding elections would be tantamount to stepping down. 
There was, however, a quite different way to legitimize his rule--as 
a soldier of Islam. 
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To assess the meaning of this move--as not primarily a bid for 
popular support--it is essential to understand the role that religion 
plays in a country like Pakistan, which at least in this respect is 
not to be confused with Iran. Contrary to what Westerners, even on 
the left, may have been led to believe, the vast majority of 
Pakistanis has never voted for those running for seats on the platform 
of Islamic fundamentalism. This was clear in the two--and 
only--party-based elections that Pakistan has had in its 41 years of 
existence. In 1970, Mujibur Rahman's Awami League in East Pakistan 
and Zulfigar Ali Bhutto's People's Party in West Pakistan, working 
from socialist platforms, swept the elections, leaving the 
Jamaat-e-Islami (the right-wing, Islamic fundamentalists) with about 
2% of the seats in the Assembly. In 1977, although there were claims 
by the opposition of election-rigging, it was generally accepted that 
PPP would have won in any case. At any rate the Islamic 


fundamentalists were not the main opposition. 


Still, religion is obviously serious business in Pakistan. It 
has been widely noted that Islam is the official raison d'etre of the 
nation itself, and certainly those considerable numbers (a minority, 
as it happens, though a significant one) who emigrated from India at 
the time of the Partition in 1947 and after have a vested interest in 
believing that they did not behave imprudently in leaving behind 
everything they had in India. But the significance of religion--Islam 
or Hinduism--in the subcontinent goes further than the fears and 
opportunism at work in the Partition. For people who have just 
emerged from the clutches of colonialism--their identity denied or 
rewritten as debased, their culture ignored, repressed or "charitably" 
replaced--religion presents itself as a direct avenue to the dignity 
and self-respect that they so badly need. Since the colonialists were 
Christians, Islam is seen, in the territory that is now Pakistan, as 


the Liberator. Much is made, for example, of the medieval Crusades. 


Zia was fully aware of this complex of meanings, for the masses, 
of what they understood as religion. No doubt he convinced himself 
he would be able to exploit it. He grandly put the idea of democratic 
elections ("Western style," as he liked to put it) aside and launched 


into "the Islamization process." 


Much has been heard of such Draconian punishments as public 
floggings (a fact), stonings to death (also attested) and the cutting 
off of hands (legalized but never performed, in virtue of an organized 
refusal on the part of the medical profession). What has not 
officially been made public is that a right-wing think tank, its 
members affiliated with the Jamaat-e-Islami, was commissioned to carry 
out a survey of the people to discern their leanings and devotion 
towards Islam. Its report, to its sponsors, must have been deeply 
disappointing. Although most Pakistanis, it was found, believed in 
Islam and considered themselves true Muslims, they were not ready for 
the "Islamization" of the country. They did not possess, in the 
judgment of the administrators of the survey, the necessary "culture 


of Islam." This would have to be slowly instilled. 


Thus Zia's wrapping of himself in the pages of the Koran is to 
be understood primarily as a bid for international support, not only 
from regimes with money and fear of their own populace that similarly 
justify their own monopoly of wealth and privilege, but from the U.S. 
Congress, which is only too willing to believe that it is cultural 
enlightenment to suppose that brown and yellow peoples are eager to 
be moved by irrational appeals promulgated by leaders wise enough to 
cooperate with US foreign policy aims. Even many on the pious right 
are distressed that Zia's posturing has resulted in the discrediting 
of Islam: in Pakistan it is acceptable to wrap commercial 
commodities--fish, shoes, soap--in yesterday's newspapers, but not in 


the Koran. 
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Zia's distrust of civil society was reflected most obviously in 
his conviction that fundamental power ought to remain firmly in the 
hands of the most authoritarian institution of all, the armed forces. 
Military officials were appointed to the highest of offices in all 
sectors of the society, including universities, other educational 
institutions, financial concerns and above all the judiciary, all 
members of which were made to pledge allegiance to the military, which 
retained the authority to overrule decisions of even the nominally 
Supreme Court. Important fringe benefits, appropriately graduated, 
were offered to all members of the military sector. An example is the 
privilege of land allotment in any part of the country and at much 
lower charges than those available to the civilian population. Such 
measures have contributed to the corruption of the military as an 
institution, and correspondingly to a deep-rooted resentment towards 


men in uniform in most parts of the country. 


The resentment is greater in some parts than others, because the 
great majority of those in both the civilian and military 
bureaucracies who enjoy the opportunity to help family and friends 
comes from Punjab. Zia's eleven years have also done much to 
exacerbate the national tensions within the country, tensions which 


have been endemic from the start. 


In 1947 the British agreed to the partition of Pakistan from 
India to satisfy demands for a separate state for Muslims. Initially 
the country called Pakistan (literally, "the Land of the Pure") was 
comprised of part of Bengal (now Bangladesh), part of the Punjab, 
Sind, Baluchistan and Sarhad. In addition to nationals from the 
above-mentioned territories, there was a large exodus of Muslims from 
all over India into Pakistan. These arrivals (and their 
descendants)--from quite different subcultural regions of the 
subcontinent--are to this day in Pakistan collectively referred to as 
"Mohajirs," or refugees. The unequal development of Pakistan, under 


the marked domination by Punjabis, has led to a host of separatist 
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movements, of which the one in East Pakistan succeeded in 1971, 


resulting in the formation of Bangladesh. 


In Baluchistan the movement was so strong that Bhutto had to send 
in the Army in 1976 to crush it. Under Ziaul Hug the 1983 rebellion 
in Sind likewise required the deployment of the Army. Nevertheless, 
ethnic violence and killings have continued, particularly in Sind. 
The situation has actually worsened under Zia, in virtue of the 
unlimited powers alloted to the military, 90% of which comes from the 
Punjab. It is widely understood in Pakistan that, although the entire 
nation has been captive to the armed forced, it is the minority 
nationalities that have been subjected to the worst forms of tyranny 


and brutality. 


The widespread alienation fostered by Zia's rule requires one to 
return to the international scene, in order to understand why the 
pious dictator was able to sustain himself until the "act of God" 
that retired him from the field. 


Machiavelli was not the first to note that fortune seriously 
enters into serious affairs. For a ruler without a base of support 
in his own country, the external opportunities could not have been 
better timed. His grabbing onto the doctrines of fundamentalist Islam 
was certainly attractive to the absolute monarchies in the Arab world. 
Saudi Arabia and Oman, to mention a pair, were grateful to him for 
providing Pakistani mercenaries. A full battalion of 16,000 soldiers, 
for example, was sent to protect the monarchy in Jeddah. In return, 
Zia and his military machinery got credits and foreign exchange in the 


billions of dollars from Arab governments. 


His luck did not end here, of course. There were, in quick 
succession: the assumption of power in Afghanistan, in 1978, by the 
nationalist and anti-imperialist PDPA under the leadership of Taraki; 
the fall, in early 1979, of the Shah of Iran; and the Soviet presence 
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in Afghanistan in December, 1979. In other parts of the world, US 
maneuvering had failed in Nicaragua, and there was imminent trouble 
for Somoza's counterpart Marcos in the Philippines. The US, in a high 
state of alarm, was in search of new friends, new bases, new frontline 
states for the rapid deployment of its forces if necessary, but 


preferably for surrogate forces to accomplish its tasks instead. 


The election of Reagan meant the emergence in the US of an 
administration which would covertly and overtly fight to "roll back 
communism" whatever the cost, and would support dictatorships around 
the world, so long as the interests of transnational capital and the 
military-industrial complex were allowed to thrive. In this context, 
Zia was assured the sponsors he needed in the absence of a viable 


domestic constituency. 


In cooperation with the US, Zia committed Pakistan to a course 
that will have profound consequences for its future long beyond his 
death. Elements of the Afghani refugee population have since taken 
a mafia-like control of the country's transportation system, and are 
deeply entrenched in an opium industry backed with guns, money and the 
concomitant political influence. They are not likely to return to the 
rural way of life in their homeland for which they have solicited arms 
and money--their capital stake in this enterprise--to "defend." Even 
more foreboding are the reports that the US has been promised a string 
of new naval bases along the Baluchi coastline, now in the preliminary 
stages of construction. Pakistan is once again being absorbed, by 
hardware infrastructure, into the structure of US hegemony. Like 
Honduras on the other side of the world, it has found a "leadership" 
willing to sell, and if all goes according to plan, the US will be 
able to count on a permanent aircraft carrier for the convenient 


projection of its power beyond the Philippines or even Palua. 


So with Zia's exit, where is Pakistan heading? This is obviously 


a question to be answered not with prediction but with description of 
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the realistic possibilities. Despite the stagnation of political 
process engineered under Zia's rule, his absence does represent an 
opening for democratic and progressive forces, provided that the 
military with its US allies can be kept from assuming total control. 


It appears, so far, that party-based elections will be held in 
November. This is by no means because the caretaker government, the 
army and the country as a whole have experienced an overnight 
conversion to the principles of democracy. Rather, in the view of the 
country's governing elite, capitalist development, to which it is 
committed, will be furthered by a move at this time towards democratic 
political forms. In the absence of a strongman like Zia, these forces 
should be able to prevail. Most likely, PPP will emerge with the 
majority of seats in the Parliament. The difficulties that Junego's 
Muslim League has experienced in healing its split make its chances 


somewhat lower than they otherwise might have been. 


Should this scenario materialize, the crucial questions would be 
what role the army will define for itself and how Benazir Bhutto will 
deal with the US and the neighboring countries (India, Afghanistan, 
the Soviet Union, Iran and China). So far she has been at pains to 
show herself accomodating to both the military and US interests. This 
may be sheer diplomacy and pragmatism on her part, and only concrete 
practice will reveal her true leanings. She has shyed away from 
coming forth with a clear agenda as a political platform, and has 
tried to avoid offending any sector of the population. Sooner or 
later, of course, she will be forced to declare a direction, and thus 
some judgment of what complex of constituencies she proposes to 
represent. In the meanwhile, and perhaps beyond, the left has the 
opportunity to assert itself, ideologically and organizationally, in 
a way that has been difficult under Zia's rule, which resulted in the 


torture and murder of important progressive leaders. 


11 


If elections are held, then regardless of who is chosen to govern 
the factors that played such an important role in keeping Zia in power 
will have to be dealt with. 


As for the "Islamization process," it must be borne in mind that 
these laws and ethical codes were imposed from the top by people who 
showed no compassion and understanding for the conditions of life of 
the masses. It was, furthermore, the opposition that tried to reach 
the people, to rally their support and to start the discussion about 
what was or was not Islamic. It seems unlikely that any elected 
government would be able to continue imposing these laws without 
encountering sufficient opposition to persuade it to desist. The 
people in general have not shown themselves eager to conform to them, 
and there are important interest groups who see these laws as 
hinderances to capitalist development. 


Some of these laws treat of woman's status in the family and 
society. It is difficult to believe that they will go unchallenged 
in a society which, despite its backwardness, has a sufficient number 
of educated and enlightened women in the higher echelons, in a country 
after all where a woman (Fatima Jinnah) has seriously challenged a man 
(Ayub Khan) for power before (1964), and where another is undoubtedly 
at the present moment the major contender for leadership of the 
country. The public outcry against the enforcement of primitive 
criminal punishment argues that the repeal of the laws themselves will 


ultimately follow. 


It already appears clear that no one in Pakistan views it as 
realistic to try to raise a cult of Islamic martyrdom over the tomb 
of the departed dictator. Nor are the Islamic societies of Saudi 
Arabia and the rest of the Arab world attractive to those of the 
Pakistani populace who have direct experience of the racist and 
second-class treatment they encountered during their employment there. 
This sector (with its family-ramified influence) is by no means 


12 


negligible, since one out of ten Pakistanis has at one time or another 


worked in the oil-rich Arab world. 


Can the military be persuaded to confine itself to the barracks? 
This is a much more difficult question. In part the answer depends 
on who is on top. The present Chairman of the Joint Chiefs of Staff 
(his predecessor accompanied Zia on the final flight) seems to suggest 
that he would be agreeable to the military's withdrawal from the 
direction of national affairs. And there are others, too, who feel 
that too much indulgence in civilian affairs is corrupting not merely 
of the honor but of the competence of one of the best-trained armed 
forces in the world. It is, however, by no means clear how pervasive 


this sentiment is within the institution as a whole. 


Moreover, the Punjabi factor is an important one within an army 
that is mostly Punjabi. The top Punjabi generals perished with their 
commander-in-chief on August 17. The newly appointed Chief of Staff, 
Mirza Aslam Beg, is a Mohajir. Though not to date a proven nationist, 
he has nevertheless so far not shown himself to be comfortable with 
his predecessor's compliance with the United States' view of its own 
interests in his country. Naturally, he is not a great favorite with 
Washington. Does he have enough support to survive? Does he have the 


conviction to hold to a relatively independent course? 


It is unlikely that the new Administration in Washington, 
whatever the results of the elections in the United States, will see 
the interests it is determined to serve in any substantially new 
light: these have always been opposed to those of the people at large 
in Third World countries. Anyone who comes to power in Pakistan with 
the intention of steering a non-aligned course will therefore have 
some very tricky waters to negotiate. If the will is there, it is 
possible to find the wit adequate to the task. 

For the progressive forces in the country the task is laid out. 


Electoral democracy will open the politization process disrupted 


13 


during Zia's rule. The struggle against the multi-nationals, against 
country-sellers, against the bourgeois elements themselves can be 
advanced more effectively. It must continue to take the side of 
oppressed minorities in their struggle for their rightful share in the 
commonwealth--while continuing to show how the most fundamental roots 
of exploitation are those of class. It must continue the struggle for 
secularization of the political terrain--without forgetting the 
necessity to defend for individuals the dignity of incorporating their 
religious convictions in their private lives. It must continue to 
explore the painful process of cooperation and consolidation among 


progressive elements with different historical origins. 


The most important factor is the role that the broad populace of 
Pakistan will define for itself. It is unlikely that they will serve 
as a silent majority. After all, as imperfect as Zulfigar Ali 
Bhutto's tenure may have been, it still afforded a taste of democracy, 
and popularized the socialist vision of society. Whether he was 
sincere or not, his rhetoric appealed to the people. They have 
repeatedly displayed their readiness to work with those who work for 
their interests, and their disgust for those who exploit them. When 
Benazir Bhutto returned from exile in 1986, hundreds of thousands 
thronged to greet her. In weeks to come, the crowds would dwindle. 
There were two reasons cited for this: her slogans were not 
anti-imperialist, and she was not willing to call the people to 


concrete action in the form of strikes against the regime. 


Now eleven years of repression are over. There are good reasons 
for optimism. The global situation has changed. The people of 
Pakistan know it. They will not let another would-be dictator and 


country-seller have his way so easily. 


[An abbreviated version of this article appeared in 
Vol. 6, No. 7 of Frontline (26 September 1988) .] 


PAKISTAN WITHOUT ZIA: A Critical Period 
by 
Babar Ali 


The news of the death of General Zia has been received with 
great shock, surprise and disbelief all over the country. At the 
same time, there has been little show of grief, loss or sorrow 
amongst the people. General Zia did not survive as Pakistan's 
president for eleven years because of the love of the people for 
him, nor did he ever find the need to seek their approval by way of 
the ballot box. He survived because, for one, he had always a 
mediocre, in fact, a very pedestrian opposition to his rule. 
Whether it was the Peoples Party of the earlier years when Zulfigar 
Ali Bhutto was in jail and Nusrat Bhutto was leading the party, or, 
whether it was after April 1986, when the very inexperienced, 
Benazir Bhutto was given rapturous receptions all over Pakistan, or 
whether it was the terrorist ‘Al-Zulfiqar' of the PPP or the MRD 
movement of 1983, General Zia was always far ahead of his opponents 


and he was always in control. 


General Zia was indeed Pakistan's most artful, shrewd and 
determined politician to date. He made the visionary megalomaniac 
Zulfiqar Ali Bhutto look like a school boy. General Zia had the 
confidence and the audacity to tell the president of the world's 
leading power, that his offer of aid at the time of the Soviet 
invasion in Afghanistan was mere ‘peanuts'- and this, it must be 


added, was said to a peanut farmer who was at the time the president 
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of the United States of America. General Zia's tactical brilliance 
was also matched by his ruthlessness. He removed political 
opponents as if he were swatting flies. Even those who had only 
political pretentions were obliterated with the utmost ease. He 
asked members of the anti-Bhutto Pakistan National Alliance (PNA) 
to join his government in his earlier years, and just as easily, he 
removed them from their cabinet posts; he formed a Majlis-e-Shoora 
when he needed to provide some semblance of an Islamic state, where 
the Majlis was merely a rubber-stamp and a debating forum for 
General Zia's ideas; and when he felt no need of this body, he 
dismissed it; and finally he created a ‘democracy' by having party- 
less elections and chose Mohammad Khan Junejo as his prime minister, 
and three months ago, he terminated the squeaks of dissent which 


emanated from the National Assembly. 


Power under General Zia was so centralized that his death has 
indeed left a gaping vacuum. He was complete Lord and Master of 
Pakistan having all his wishes fulfilled. The most immediate 


question which arises is, who is in charge now? 


The rags of the constitution that is in force in Pakistan today 
(torn and tattered, as it was designed only to suit the political 
figure of General Zia), has brought Ghulam Ishaq Khan, the 74-year 
old senior-most ex-bureaucrat who also happens to be the chairman 
of the senate into the seat of the president. It is not possible 
to say, at present, whether either the office of the president or 
the man himself wields any power. The cabinet of the present 
president is the same as that of General Zia and all are hand-picked 
opportunists, many of whom were members of the ‘democratically'- 
elected Junejo regime. The arrangement made by General Zia 
following the dismissal of the Junejo government provides some 


indication as to who wields power and who is in charge. 
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In the sensitive Sarhad Province (NWFP) which borders 
Afghanistan and which has been a sanctuary for the Afghan Mujahideen 
who have been given full protection and cover to attack Najib's 
government across the border, two of General Zia's old and trusted 
military buddies are the governor and the chief minister 
respectively of the province. In Sind, the governor is also a 
retired military colleague of General Zia, who also happens to be 
General Zia's daughter's father-in-law. In Punjab, which has shown 
no democratic yearnings, or any discontent in the last eleven years, 
the young industrialist Nawaz Sharif, who was an important Zia-man 
under Junejo's government, reigns supreme. In the federal cabinet, 
gone are the Junejoists of the ‘democracy' days and following May 
29, they are all faithful Ziaists, who like the ex-president have 
a very close affinity to the United States. Thus at present, those 
who hold offices of power in Pakistan (including the new president) 
are either all quite openly pro-US or ex-army friends of General Zia 
or both. (It is indeed a strange twist of fate that Zia died after 
placing his able, trusted pro-American colleagues in all the 
sensitive posts in the federal government and in the provinces. Had 
he died when Mohammad Khan Junejo was prime minister, with his band 
of ministers, the future course of Pakistan would certainly have 
been different.) 


Zia was the epitome of power in Pakistan. Now that he is gone, 
there is neither any single individual, nor any single institution 
which can claim to have real power. Even the army is shell-shocked 
following the air crash, as it lost six generals including the top 
two and the fourth in the hierarchy. The army has as yet been 
unable to consolidate its position. It has not so far taken a very 
prominent role in the transition, although the three heads of the 
armed forces are included in the ‘Emergency Council' formed by the 
new president. It is doubtful if the military will assert itself 
in the very near future in Pakistani politics as neither do 


‘objective' conditions require intervention at present, nor does 
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there seem to be any individual lurking in the shadows who may have 
any grand ambitions similar to Zia's. But, at the same time, there 
is a major contradiction to the above no-more-military theory. 


In the eleven years of General Ziaul Haq's reign the military 
has been thoroughly entrenched in the political and especially 
economic affairs of the state. In this period, nearly all the 
governors of the provinces have either been acting or retired (very) 
senior army staff and have, especially during the martial law years 
(1977-1985), tasted complete power. In addition to the provinces, 
the federal government cabinet has always had a handful of retired 
or serving senior personnel in its midst. Furthermore, and again 
especially during the martial law years, senior army chiefs were in 
charge of various public corporations, ministries and state 
enterprises. On their retirement, most were blessed with licenses 
and positions in private enterprises which made millions for them. 
Thus, with complete freedom to loot, plunder, devastate and rule, 
the military (mainly the army) had its hey-day for eleven whole 
years. Given this immense involvement, both in a personal and 
public level, it is unlikely that the army will agree to play second 
fiddle. 


So what happens? Does it take over power by imposing martial 
law? An unlikely scenario immediately, but one must emphasize, only 
in the immediate present. The army could rule and let others 
(either elected or nominated representatives) govern for them. But 
this also means that they must ease the reigns of power and this 
they will only do if they have people they can trust a great deal 
in positions of government. Given all possible scenarios (including 
evan an elected, Benazir, government), the army will always be 
around and will be looking over the shoulder of whoever happens to 


sit in the seat of government. Their role is permanent! 
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There is great excitement in political circles that elections 
will indeed be held on November 16, and unlike the Ziaul Haq kind, 
they will be ‘genuine', free and fair party-based. This optimism 
amongst the politicians relates to their understanding that there 
is no strongman of the General Zia guise who can dictate the 
politics of this country the way he wants. They realize that there 
is a vacuum in the power circle at the top. However, it may be a bit 
early to pack the suitcases and head for the presidency in 
Islamabad. Those who are in the federal cabinet today, and those 
who have been in power in some capacity over the last eleven years, 
realize that they will become non-entities if genuine elections are 
held, for it is unlikely that most of them would get elected. They 
may, in their greed, try to stop the attempt by some well- 
intentioned senior government servants to bring genuine democracy 


to Pakistan. 


Those in government have only one advantage, and that is an 
inept, disunited and unorganized opposition. There is no single 
political personality in the opposition today who has_ some 
credibility and can take the initiative. Gone are the days when 
the types of either Mujibur Rahman or Z. A. Butto, the two charis- 
matic and popular leaders in the late 1960s, could take on any 
government, for they had the brains and the backing from the people. 
Today it is difficult to find even one opposition leader of even 
half the stature of the two of yester-year. The Peoples Party led 
by Benazir Bhutto does have some support in some areas of the 
country, but Ms. Bhutto lacks the requisite experience to be able 
to lead a movement. She may though win a democratically held 
election and one must add, immediately, that she is the best this 
democracy can offer. However, to be fair to the opposition, they 
have one advantage and plus point which they did not have three days 
ago. Zia is dead and there is no single leader in the camps of the 
government either. In-fighting could destroy the present possibly 


brittle arrangement. 
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There are two immediate factors which will be affected by Zia's 
death since they were mainly his own ambitious creations which had 
little support either amongst the government or the people. Zia was 
obsessed with the Islamisation of Pakistan. Not only was this a 
personal desire, but he knew that he could use this whip to stay in 
power, for no one dare stand up against Islam. He kept saying, 
everyday, without fail, that he wanted an Islamic Pakistan, an 
Islamic society, economy and polity, where there was no place for 
elections, democracy, parties or women. He was alone in this 
obsession, for not even his present cabinet supported him publicly 
as vociferously as he desired. True, they paid lip-service to it, 
for this was the source they got their cheques from, but certainly, 
they have no love for Islam. One can hope that with the end of Zia, 
Islam as an oppressive social force on which religio-fascist and 
obscurantist parties thrived, will no longer be the vehicle for 
barbarism. It is possible that Islam will be pushed out of the 
realm of the front-page into the private sphere where it fails to 
dominate, terrorize and oppress the people of Pakistan. One hopes 
that Zia's obsession died with him and we now have the beginnings 


of a more tolerant and liberal and possibly secular, Pakistan. 


The other immediate positive outcome (for there are bound to 
be many more) from the death of General Ziaul Haq will be the 
slowing down, if not a complete halt, of the Afghan adventure. 
General Zia's other obsession was the aim to set up an Islamic 
fundamentalist state in Afghanistan. He funded the Afghan 
Mujahideen, provided them arms and protection, channelled US 
supplies to them, and much more. In the plane that crashed near 
Bahawalpur, went up in smoke the hopes of the Afghan ‘freedom 
fighters' for they lost not only their ablest supporter, but amongst 
the six generals who were killed, three were as hawkish as Zia 


concerning the Afghan issue. Had General Akhtar Abdul Rahman or 
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General Afzal survived the crash, we would have had our ‘strongman' 


in the army, and a continued interventionist Afghan policy. 


It is only a few days since General Zia and a number of his 
top military officials were killed. As yet, there is no concrete 
evidence of what is going to happen and what Pakistan's future looks 
like. At present there is only speculation. By the time this piece 
appears in print, much more will be revealed and the consolidation 
of forces will have begun to take shape. No matter what their shape 
and direction, there is little doubt that Pakistan, without General 
Ziaul Haq (who was the linchpin of the system called Pakistan) has 
entered a new, and indeed, a very interesting, albeit, critical 


phase. 
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THE TASKS FOLLOWING THE ELECTION 
by 
Izzat Majeed 


There is a general sense of urgency in all political parties 
as they prepare for the November 16 election. The fundamental 
issues of Pakistani politics and economics are being set aside with 
the argument that ‘first things first' and that bridges are to be 
crossed as they are reached. But the basic question remains: will 
there be bridges when we need them? Or do we have to plan for the 
task of building the required political and economic bridges while 
engaging in the electoral battle. 


There is a strong likelihood that Pakistan Peoples Party (PPP) 


will be able to form a government following the upcoming elections. 
While there are still voices in the corridors of existing power 
which remain skeptical about the actual holding of elections, along 
with the bulk of the Zia remnants which would like to escape the 
embarrassment of facing the people altogether, it is becoming 
increasingly difficult for the present regime to wriggle out of 
elections. A strong section of the army, including, at least at 
face value, the leading core, is willing to allow the electoral 
process to yield to a civilian regime. However, the almost surreal 
assumption here is that the "civilian" regime will inevitably make 
a mess of things in a couple of years and the army will be forced 


to take up its "natural" role as rulers once again. 


If, as is likely, PPP comes to power under the leadership of 


Benazir Bhutto, it will be as a result of the acquiescence of the 
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army. The question, therefore, is not that Benazir will soon lead 
a civilian regime, but rather of the extent of accommodation that 
she is able to achieve with the army. Thus what matters on the road 
to democracy is how the upcoming civilian regime will live side by 
side with the army while undertaking the urgently needed reforms in 
almost all sectors of our political and economic life. 

One third of Pakistan's annual wealth is taken up by the armed 
forces. Another significant chunk is eaten away by the bureaucracy. 
Very few among those who should actually pay taxes. The feudals do 
not pay any tax on their income. The capitalists are, mostly a 
product of a corrupt bureaucracy, are disenchanted entrepreneurs 
facing a maze of anti-growth policies. The basic law of capitalisn, 
the inexorable survival of the fittest under market-based 
competition, has never been allowed to function in Pakistan. 
Savings are a pitiful 9 per cent of domestic income. Education is 
in shambles and basic social infrastructural facilities are 
virtually non-existent. All this is common knowledge. All this 


and a world that is rapidly leaving us behind. 


So we are back to square one. The coming election is in many 
ways a beginning of our journey towards nationhood. The next 
civilian regime will have to address the basic issues while keeping 
itself in command of the political process that is still in its 
infancy. And how will it do that? Assuming that PPP will form the 
leading core of the next regime, the following tasks must be taken 
in hand to ensure economic and social progress, and the stability 


of the democratic process in Pakistan. 


1. THE ECONOMIC PROGRAMME 
Socialism is dead. Long live socialism. The current debate 


in Russia and China shows that the old classical model of socialism 
needs a qualitative reinterpretation. Essentially, excessive 
centralization in the classical model has become a fetter to 


economic growth. It is being argued in Russia and China that there 
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is no inherent logic in allowing ivory tower bureaucrats to 
determine the allocation of resources now that the basic require- 
ments of the people (food, housing, social welfare, education, 
employment) have been, by and large, settled through the collective 
ownership of the means of production. Further economic progress 
requires a more efficient allocation of resources based on 
entrepreneurship guided by consumer demand as expressed through the 
market. The debate is far from resolved yet, but this much is 
certain: state capitalism should not be confused with socialism. 
Workers' control over production means that workers should have the 
right to decide what is to be produced, by what methods and for what 
kind of consumers. State intervention is of course necessary to 
establish inter-sectoral linkages, but a far greater level of local 


autonomy is required to achieve productive efficiency. 


Now the PPP is not a classical socialist party. It is rather 
a populist political entity that was founded on the slogan of 
redressing the gross inequities in our society. The ideal image it 
sought for itself was that of social democracy in which social 
welfare was given the vanguard role. The Bhutto era succeeded in 
achieving some of the PPP goals and failed in others. This time 
around, therefore, the task before PPP is to build on Bhutto's 
successes and work afresh to tackle his failures. Thus the concept 
of PPP-socialism has to be re-defined. Jumping on the reformist 
bandwagon of Gorbachev or Deng Xiao Ping is meaningless because 
Pakistan does not have a socialist base to begin with. But lessons 
can still be learnt in terms of the negative history of state- 
capitalism and bureaucratic rule. This means that some very tough 
decisions will have to be taken to implement pro-growth policies. 
They are: 


i) A heavy dose of austerity in government non-development 


expenditure (including the streamlining of defense outlays). 
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ii) The promotion of small and medium scale industry with proper 
incentives and a drastic curtailment (if not elimination) of 


mindless bureaucratic controls. 


iii) A progressive introduction of market based competition in 
industry. The days of blanket protection of industry from domestic 
and global competition are over. Compete or perish is the world- 
wide economic slogan now. In Pakistan import duties and sales tax 
on imports account for 53 per cent of total tax revenue and 64 
percent of indirect taxes. This is one of the highest levels of 
such taxation in the world. In comparative terms, taxes on 
international trade were 31 per cent of total current revenue in 
Pakistan in 1986 as compared with the average of 6.6 per cent of 
similar taxes for the upper middle income group of countries and 8.3 
per cent for the middle income countries (the member-ship of which 
Pakistan currently aspires to) in the same year. Thus Pakistani 
industry is not exposed to the productive efficiency of the world 
market while being inefficiently protected and burdened through 
taxes at the same time. It is essential, therefore, to overhaul the 


entire industrial taxation structure on a progressive basis. 


The other side of the coin concerns taxes on income, profit, 
and capital gains. In 1986 such taxes accounted for only 12 per 
cent of total current revenue in Pakistan compared with 26 per cent 
for the middle income and 24 per cent for the upper middle income 
countries. The economic implications of these comparisons are self- 


evident. 


iv) The case for an agricultural income tax cannot be ignored any 
longer. It has been said ad nauseam that this is a political and 
not an economic issue. All taxation is ultimately a political issue 
as it reflects the balance of power among the ruling classes. If 
PPP comes to power with the bandwagon of feudals, naturally the 


question of an agricultural income tax will not even arise. But, 
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if PPP manages to lessen the feudal baggage in the next election, 
it must impose such a tax forthwith. With the exception of Latin 
America, none of the growing economies in the Third World have a 
predominantly feudal agrarian structure. Korea, the Indian Punjab, 
Malaysia, Thailand, all of these areas did away with feudalism 
before they could embark upon rapid economic growth. 

In Pakistan, the need for an agricultural income tax should 
not be confused with the politics of land reforms. Fundamental and 
across the board land reforms demand a particular political ethos 
bordering on a social revolution which is not the situation in 
Pakistan. Land reforms lead to fragmentation of holdings which 
require the creation of cooperatives if modern farming techniques 
are to become the norm in this sector. There is neither the 
political will at present nor the resources available with the state 
to usher in the era of cooperatives. As a first step, therefore, 
an agricultural income tax is required. Such a tax should be based 
on total holdings and graded according to well established soil 
yields, cropping patterns and income estimates. The immediate 
result of such a tax would be not only a quantum jump in revenues, 
but the introduction of productive efficiency on land holdings. 
Absentee owners will either produce efficiently to pay the tax or 
sell out to those who are more efficient than them. The adverse 
effects of such a tax include the results of capitalist farming seen 
in other countries, most notably, the release of agrarian manpower 
from traditional farming. This manpower can be retrained and 
absorbed in agro-based and other industries which would come 
onstream as a consequence of a more efficient agricultural sector. 
A part of the enhanced revenues from this tax can also be devoted 
to the welfare of landless workers and to support small farmers. 
The economic logic and experience of other countries is all there: 


only the political will is missing. 


v) In the social sectors, Pakistan is among the poorest countries 
of the world. Education is in shambles with the quality of highly 
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skilled and semi-skilled manpower actually going down every year. 
The literacy rate in 1985 stood at 24 per cent which itself is an 
exaggerated figure. Even then, the figure is one of the lowest in 
the world. In 1986, Pakistan spent only 3.2 per cent of total 
expenditure on education compared with the average of 11.2 per cent 
for middle income and 10.2 per cent for upper middle income 
countries. Even in its own group of low-income countries, the 
average works out to 9.8 per cent. These figures carry very clear 
policy implications. 

In health-care, the perverted priorities of our planners are 
again very clear. Pakistan spends about one percent of total 
expenditure on health compared with 3.6 per cent in its own group 
of countries, 4.8 per cent in the middle income countries and 5.1 


per cent in the upper middle income countries. 


a THE POLITICAL PROGRAMME 


Economic growth in any meaningful sense is not possible without 
the appropriate political power which can pursue the required 
policies. It is generally fashionable among apologists of army rule 
to present authoritarianism as the basic requirement for economic 
growth in the Third World. The argument given is that in all 
developing countries (except India) which have witnessed rapid 
economic growth, authoritarianism (reposed in the army) has been the 
rule rather than the exception. Therefore, Pakistan too must have 
authoritarian army rule if economic progress is desired. If this 
argument were valid, Pakistan would have overtaken Korea long ago 
for we have seen nothing but army rule for more than a quarter 
century. Thus, it is not that the generals are the best economists 
in the Third World, but that peculiar historical conjunctures have 
to be analyzed on a case by case basis before we make a religion out 


of army rule. 
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In Korea, the army rule was created by US intervention and pro- 
capitalist economic policies were adopted under direct US 
supervision and material support. Other historical and cultural 
factors helped economic growth, like traditionally high savings 
among Koreans, low wages and a work ethic enforced through 
repression. But the first thing economic growth did in Korea was 
to unleash a popular uprising against army rule. Having acquired 
economic power, the middle classes led a popular uprising to secure 
its share in political power. In Pakistan, despite prolonged 
authoritarian army rule, there has been no economic miracle nor any 
political breakthrough based on the street-power of the middle or 
working classes. Even now, the death of General Zia shows that 
Providence has been politically more active in Pakistan than any 
earthly political force. 


So, the pro-army rule model of development does not hold true 
for Pakistan. If anything, authoritarian rule has caused immense 
economic mismanagement and political paralysis in the country. 
Fortunately, there is now a way out of this mess through the 
upcoming general election of November 16. This election is 
extremely critical for the future of Pakistan. In all probability, 
PPP will be able to form the next government either independently 
or (what would be more desirable under the circumstances) in 
coalition with other parties. The first test of the new regime, 
therefore, would be in the authenticity of power sharing and 
political accommodation within the next regime. There are still 
immature elements in the political process who could be carried away 
by their own populist propaganda and forget that the first task of 
the next regime is to show that political pluralism and 
accommodation does not lead to chaos and instability as the army 


apologists are advocating. 


Inter-party political accommodation is not possible without 


intra-party democracy. This means that genuine debate and criticism 
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within PPP must be encouraged so that leaders are created and 
developed by such a process. One of the failures of the Bhutto 
regime was the absence of alternative leadership within PPP. If the 
same scenario is repeated this time the damage to both PPP and the 


democratic process will be immense. 


The next civilian regime has an historic opportunity to make 
a qualitative leap of political maturity and make irreversible the 
giant step forward in our political culture. This would be done by 
upholding the power and the sanctity of the ballot box. The reason 
why coups are absorbed so easily by the masses is simply that 
civilian regimes have been no less authoritarian and anti-democratic 
than the army. It is all a question of the kind of political 
culture nurtured by a given civilian regime. Thus the next civilian 
regime can really work toward genuine democracy and freedom. And 
to the extent it does that, the army would find it much more 
difficult to "save" Pakistan once again. Now that the generals, 
through sheer accident, are claiming to go back to their 
professional tasks, it is the duty of the next civilian regime to 
ensure that a rapid maturation of the political consciousness of 
the people over the next two or three years will dissuade any self- 
proclaimed messiah from imposing army rule in Pakistan. 


Tek ik eek ink ek ink ek dott 
--{continued from p. 2)-- 

grappled towards democracy. This period had already revealed not only the strong 
desire in many quarters for popular determination of policy but the serious 
obstacles to such ends as well. Although the eleven years of Zia’s rule have 
changed the nature of the political struggle, we hope that the country is 
nevertheless in important respects not merely back where it was before that 
episode began. We resume the discussion of the transition to democratic rule 
armed with a better understanding of the nature of the political terrain on which 
that transition has to occur. 

There is, however, a humble but important hindrance that the editorial 
collective is still faced with in an immediate way. To say that we are 
financially broke would be an understatement. We must continue to ask our 
readers to send their generous contributions to enable us to keep publishing the 
PAKISTAN PROGRESSIVE. 


TOWARDS AN ALTERNATIVE DEVELOPMENT STRATEGY: 
Pakistan's Economy in Dependence and Crisis 


by 
Dr. Akmal Hussain 


PART I 


THE MECHANISM OF ECONOMIC DEPENDENCE UNDER THE ZIA REGIME 


The development strategy under the Zia regime was formulated 
within the framework of the IMF/World Bank Structural Adjustment 
Program. This is a comprehensive macro economic policy package 
which constitutes IMF/World Bank conditionality and contains three 
principal policy guidelines: 

1. Import liberalization 

2. Withdrawal of subsidies 

3. Exchange rate devaluation. 


These guidelines are essentially interrelated and effectively 
propose that the economy be "opened up" to the flows of foreign 
goods and capital and that resource allocation in the domestic 
economy take place on the basis of world market prices. Import 
liberalization and withdrawal of subsidies from local goods means 
that foreign goods would be freely available locally and compete 
more effectively against domestically produced goods whose prices 
would rise as the result of subsidy withdrawal. Apart from this, 
formerly overvalued exchange rates constituted an implicit subsidy 
to domestic industrialists using imported inputs. This too would 


be withdrawn following exchange rate devaluation. As import 
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expenditures following import liberalization increase and export 
earnings from manufactured goods using imported inputs fall, there 
would consequently arise an acute pressure on the balance of 
payments. Hence, exchange rate devaluation, which is the third 
element in the IMF/WB policy package, would induce a downward 
adjustment in the exchange rate as a device to sustain import 
liberalization and subsidy withdrawal. 


The overall effect of this policy would be that resource 
allocation in the domestic economy would take place in response to 
world market prices. This means that the domestic resources would 
tend to be concentrated in the agriculture sector where the country 
has a comparative advantage (in a static sense) and a shift away 
from the strategy of industrialization, which was an emblem of 
national independence in the post-colonial period. In such a 
development strategy growth of GNP is predicated primarily on the 
agriculture sector and foreign exchange earnings critically 
dependent on agricultural exports. Accordingly while readily 
available agricultural goods would enable an increase in foreign 
exchange earnings in the short run, the decline in the terms of 
trade against agricultural exporters and the low ceiling to 
agricultural growth, would combine to restrict the growth of export 
earnings in the long-run. Thus, the IMF/WB policy package, while 
it would create the capacity to service debts in the short term, 
would be constraining the growth of foreign exchange in the long- 
run, and hence maintain a continued dependence of the national 


economy on foreign loans. 


Let us now consider how in the case of Pakistan the IMF/WB 
conditionality was implemented, and then examine its implications 


for industrialization and planning in this country. 


In Pakistan, the Sixth Five Year Plan which was formulated by 


the Zia Regime reflects the Structural Adjustment Program imposed 
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on Pakistan's planners as a condition for the loans given by the 
IMF/WB. The Sixth Plan places emphasis on resource allocation based 
on present comparative advantage, agriculture as the basis of 
achieving aggregate GNP growth targets and concentration on 
agricultural exports. For example, the World Bank Review of 
Pakistan's Sixth Five Year Plan states: "The plan's principal 
objectives are to achieve a major breakthrough in agricultural 
production, an expanding foothold in export markets for agricultural 
products, rapid development of selected industries in which the 
country has a comparative advantage....'" The Sixth Five Year Plan 
document itself makes clear the strategy of making agriculture 
(rather than industry) as the spearhead for growth in GNP: "...the 
growth strategy of the Plan is based on a major breakthrough in 


agriculture production...."” 


The Plan document goes on to emphasize the objective of 


agricultural exports: 


"The growth strategy of the Plan relies on a combination of 

policies including: 

1. A major increase in agricultural yields through more 
efficient use of fertilizer, water and farm technology. 

2. An expanding foothold in export markets for wheat and rice 
as well as for fruits, vegetables, flowers, poultry and 
meat. 

3. Increased self-sufficiency in oil seeds. 

Rapid development of steel based engineering goods; 
modernization of textile industry and establishment of agro- 


industries for processing agricultural surpluses...."° 


The policy of import liberalization, subsidy withdrawal and 
resource allocation based on the market mechanism is indicated 


clearly in the World Bank Review of the Sixth Plan: "Another 
significant feature of the Plan is the expanding role assigned to 
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the private sector. With private investment projected to increase 


more than twice as rapidly as public investment, and the involvement 
of the public sector in manufacturing to decline sharply, the 
attainment of the overall targets of the plan will depend to a 
greater extent than in the past on the performance of the private 


sector.... As is recognized_in the Plan, major actions in pricing, 


deregulation, tariffs and import liberalization and other incentives 


will be needed to induce the private sector to play the increased 


role expected of it...[emphasis mine]."‘ 


The implementation of the third element in the conditionality 
package of the IMF/WB (indicated above), namely devaluation of the 
Rupee, was done by means of delinking the Rupee from the fixed 
exchange rate with the dollar and putting the rupee on a "managed 
float" with a weighted average of the currencies of Pakistan's major 
trading partners. This resulted in effectively devaluing the Rupee 
against the Dollar by 37.9 percent between January 1982 and May 
1985.° As suggested in the foregoing analysis the imperative to 
devalue the exchange rate arises as the result of pressure on the 
balance of payments associated with import liberalization, subsidy 
withdrawal and reliance on agricultural exports which are subject 
to declining terms of trade. Thus in Pakistan, after an initial 
increase in foreign exchange earnings and a strong balance of 
payments position between 1978 to 1982, export earnings declined 
sharply by 17.3 percent in 1983.° The balance of payments continued 
to deteriorate in subsequent years until in March 1985 the gross 
foreign exchange reserves fell drastically to $883 million which is 
equivalent to only 1.6 months of import expenditures.’ One of the 
most important factors in the deterioration in the balance of 
payments, and the resultant increase in the reliance on foreign 
loans was a deterioration in Pakistan's terms of trade in a 
situation where our exportables are mainly agricultural goods. 
Thus, terms of trade have been declining steadily from 87.5 in 1978- 
79 to 60 in 1983-84.° 
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This analysis reveals that Pakistan has moved towards the 
implementation of each of the major elements of the IMF/WB 
conditionality package which it prescribes for loan receiving 
countries, namely: import liberalization, withdrawal of subsidies 
and exchange rate devaluation. The Sixth Five Year Plan had 
explicitly adopted the framework of resource allocation in response 
to world market prices on the basis of private profitability 
criteria, i.e., agriculture as the spearhead of growth of GNP and 
agricultural exports as the major instrument of foreign exchange 
earnings. In so far as this has occurred, the Sixth Five Year Plan 
represented a marginalization of planning in the process of economic 
growth. For the basic premise of economic planning in an 
underdeveloped economy is that the present comparative advantage 
imposes a structure for production (i.e., specialization in raw 
material production) that works against the long term interests of 
the economy and the free market mechanism merely reinforces the 
existing structure of production. Hence planning is thought to be 
necessary to pull the economy out of the existing structure of 
production based on specialization in agriculture towards one based 
on industrialization. The logic of planning is that the existing 
set of world prices is not an appropriate indicator for resource 
allocation. In so far as the Sixth five year Plan has explicitly 
adopted World Prices and Comparative advantage as the basis of 
resource allocation, it constitutes an abandonment of National 


Economic Planning in the strict sense of the term. 
PART II 
THE NATURE OF THE CURRENT ECONOMIC CRISIS 
After almost a decade of development within the framework of 


the World Bank/IMF structural adjustment programme it is pertinent 


to ask, how is Pakistan's economy doing? I will examine this 
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question in terms of the sustainability of the present form of 


development. In this context four issues will be discussed: 


(1) The sustainability of the GDP growth. 

(2) The economic structure and social consequences. 
(3) The energy problem. 

(4) The environmental problem. 


1. The Sustainability of High GDP Growth 


Those policy makers who sought comfort in the 6.5 percent growth 
rate of GDP during 1977-87, may well pause and ponder now, as they 
examine the trends in the variables that sustain GDP growth: low 
domestic saving rate, slow export growth together with rising debt 
servicing expenditure and a growing energy import bill. These 
together point to the fact that two critical constraints to growth 
have now begun to bite: the budget shortfall and the balance of 
payments deficit. A third factor that is likely to depress GDP 
growth at current rates of fixed investment, is the tendency for the 
capital output ratio to rise over the next few years. Over the last 
decade, investments even for the maintenance of physical 
infrastructure have been deferred.® This combined with the fact 
that projects which had been set up before the 1977-87 period and 
had begun to generate output during this period,*® enabled a high 
growth rate of GDP to be achieved with relatively low levels of 
fixed investment. A large increase in investment in physical 
infrastructure especially in energy production cannot now be delayed 
any further. (If it is, it will merely increase the energy import 
bill, thereby accentuating the BOP constraint; or further accentuate 
the under-utilization of productive capacity in industry through 
load shedding, and hence slow down growth’’). When the long 
deferred investment in physical infrastructure is made, the overall 
capital output ratio in the economy will rise thereby slowing down 


GDP growth at current investment rates. 
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It appears that if present trends continue, we may be faced with 
the stark possibility that high GDP growth may not be sustainable 
over the next five years. I had during 1985-86 drawn attention to 
the fragile economic structure that the particular form of growth 
process in Pakistan was engendering. I had predicted that we may 
soon be entering a situation where high GDP growth may not be 
sustainable.’* Unfortunately, such a situation appears close at 
hand. It is ironic that the very loan giving agency which was 
closely associated with the formulation of Pakistan's economic 
strategy during the last decade, and which had been patting us on 
the back for our high growth performance has now begun to voice 
concern at our prospects for the future. For example, a 1986 World 
Bank report states: "The Pakistan economy is in certain important 
respects living on borrowed time."* A more recent report 
evaluating the Sixth Five Year Plan points out the serious budgetary 
crunch Pakistan is facing. It shows that the overall budget deficit 
has increased dramatically from Rs. 15 billion in 1980-81 to Rs. 57 
billion in 1987-88. The result is that not only has the foreign 
loan requirement increased, but also domestic borrowing has shot up 
from Rs. 7 billion in 1980-81 to Rs. 28 billion in 1986-87. The 
report concludes: "It is clear that Pakistan cannot continue on 
this path much longer without serious adverse consequences...."™ 
The latest USAID report has been equally candid about the difficulty 
of sustaining high growth over the next few years: "Pakistan is 
likely to suffer severe economic distress over the next six years 
unless serious underlying constraints are addressed and 
corrected...."' The USAID report is essentially descriptive rather 
than analytic, and is unable to show why the budgetary and balance 
of payments constraints have emerged, and how the inability to 
mobilize domestic resources for infrastructure are linked with the 
structure of power in Pakistan. The report does however emphati- 
cally point out the consequences of these constraints: "Although 
the foregone investments in education, health transportation and 


irrigation may result in higher growth rates in the very short run, 
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the longer term growth will be definitely lower; the future 
definitely has been mortgaged [emphasis mine}."’6 


2. The Sustainability of the Economic structure and Social 
Consequences of Current Development 


Underlying the difficulty of sustaining GDP growth is a more 
fundamental problem: The current growth process has engendered a 
fragile economic structure and disparity both between social groups 
and various regions of Pakistan. It is this fact that makes the 
current development strategy itself unsustainable. Let us briefly 
examine this, the second dimension of sustainability. 


i) Fragile Economic structure 


Pakistan's growth is heavily dependent on exogenous factors such 


as good harvests, workers remittances and foreign aid. 


(a) Agriculture and Land Reform 
Growth in agriculture and the food supply situation is 
dependent not on an institutionalized process of technical 
change but on the weather. There were seven good harvests 
during 1977-82, when the average annual growth rate was 3.9 
percent, and the government claimed self-sufficiency in 
wheat. Then one bad harvest in 1983-84 pushed the growth 
rate down to minus 6.14%, and the government was forced to 
import 1.5 million tons of wheat. Pakistan's food supply 
situation over the next decade, based on existing trends is 
not secure. According to simulation studies by the 
International Food Policy Research Institute, production of 
food commodities will be less than demand over the next 
decade,’’ if population continues to grow at over 3.1 
percent. The basic reason for this is that as we reach the 
limits to the extensive margin further growth cannot be 


based on bringing more land under cultivation. At the same 


(b) 


(ii) 
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time, growth in yields cannot’ be based simply on 
productivity gains from High Yielding Varieties of 
foodgrains (HYV's) as the switch from traditional to HYV's 
is almost complete. To achieve the substantial increases 
in yield/acre that will be necessary, and for which we have 
the potential, two fundamental institutional changes would 


be required which are discussed in Part III of this paper. 


Balance of Payments and Economic Structure 

The foreign exchange situation is based not on a sustainable 
export of manufactured goods, but essentially on remittances 
and agricultural exports (the value of both these depends 
on external factors). Agricultural and agriculture-related 
goods constitute 91 percent of the total value of major 
commodity exports.*® In a situation where workers 
remittances have fallen (from a peak of US$ 3 billion to 2.3 
billion in 1986) and terms of trade are declining against 
agricultural exports, it is not surprising that our balance 
of payments deficit gives cause for concern. Since 1975 
imports on average have been twice as large as exports. 
With actual trade deficits and debt service higher than 
projected and actual aid disbursements lower than projected 
in the Sixth Plan document, the government has been obliged 
to finance the gap by reserve draw downs and short term 
borrowing. According to World Bank estimates of June 1987, 
if short term liabilities (consisting of foreign currency 
deposits of non-resident banks and foreign exchange bearer 
certificates) are excluded, adjusted reserves represent only 


2.1 weeks worth of imports. 


Poverty, Unemployment and child Work 


In an economy where productive assets are concentrated in 


a few hands, and in a few regions, if market forces are given 


free play as required by the World Bank/IMF loan conditionality, 
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income distribution tends to become increasingly unequal, both 
between social groups and regions. The growth process while 
enriching the few perpetuates poverty for the many. In 
Pakistan's rural sector (where about 70 percent of the 
population resides) agricultural landownership is highly 
concentrated: 30 percent of agricultural land is owned by less 
than 0.5 percent of the total landowners. Urban assets are also 
highly concentrated, though to a lesser extent. It is not 
surprising therefore that a recent IFAD study shows that 63 
percent of the population in agriculture is in the category of 


"unequivocal poverty."?° 


According to the Government of 
Pakistan figures, in 1979, 48 percent of the households fell 
below the poverty line in the urban sector in 1979, and 44 


percent in the rural sector. 


Not only are levels of poverty high in Pakistan, but public 
services (such as health and education) through which the worst 
consequences of poverty for Pakistan's citizens could be 
mitigated, are in an even worse condition. There is a whole 
range of indicators which express this fact: For example, 
Pakistan has a very high infant mortality rate (115 deaths per 
thousand live births, compared to only 8 in the Netherlands, and 
9 in Britain); similarly Pakistan has one of the lowest primary 
school enrollment rates (42 percent)”, and literacy rates (26 
percent), in the world.” For those who are enrolled, what they 
imbibe, could only be called "education" by a considerable 
stretch of the imagination. In the rural areas, 30 percent of 
the classes meet in the open air, with no facility other than 
a blackboard. Where school buildings exist 70 percent are 
without learning materials, and many without teachers. At the 
higher education level, most Universities cannot qualify for 
that name, given the abysmal academic standards. The state of 
education alone in Pakistan is such that the supply of trained 


manpower could become a major constraint to sustainable 
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development. 


Other quality of life indicators show that 62 percent of 
the population does not have access to piped drinking water, 


and 84 percent of the population does not have sewage facilit- 


ies.” The result is that approximately 40 percent of all 
deaths are brought about by water-borne diseases.” The 
condition of housing is equally grave. There are over one 


million families without shelter. In the housing units that do 
exist congestion is so acute, that 81 percent of housing units 
have an average 1.5 rooms, inhabited by an average 7 persons.” 


The employment problem in Pakistan is reaching crisis 
proportions. With the labor force rising at 3.1 percent, and 
the net return flow of migrants from the Middle East occurring, 
over one million new jobs need to be created annually just to 
absorb the additions to the labor force. While the demand for 
jobs is going up fast, the employment generation capacity of the 
economy is declining rapidly. According to a recent study on 
the large scale manufacturing sector, the number of jobs 
generated per unit of investment has been declining at the rate 
of 11 percent per annum since 1977.7° The major reason for this 
is the growing introduction of automation in large scale 
industry.”° Similarly, the labor absorptive capacity in 
agriculture is declining due to rapid labor displacing 
mechanization. This is associated with land resumption by large 


landowners for owner cultivation on large farms. 


While the problem of unemployment of adult workers in the 
formal sector is growing, an increasing number of families under 
poverty pressure are sending their children to work in the 
informal sector. The reason is that even though child workers 
are extremely poorly paid, their wages are a significant 
contribution to family income. A survey I conducted in 1985 on 
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child workers in Lahore showed for example that on average a 
child worker was being paid Rs. 311 per month (cash plus kind 
wage) and this constituted 13 percent of family income. On the 
other hand, employers in the informal sector find it profitable 
to hire child workers rather than adults because there is no law 
specifying the rights of child workers. Employers can pay them 
a wage below the legal minimum of Rs. 480/month, fixed for 
adults, avoid giving benefits such as bonuses, etc., required 
under the law for adult employees, and also make them work 


longer hours than those legally specified for adult workers. 


My estimate is that there may be as many as 4.1 million 
children working in Pakistan's urban areas alone.2”? Most of 
them are working long hours for a pittance, suffering from 
malnutrition, and facing acute work hazards, because of the 
absence of work safety precautions by employers. consequently, 
weak with hunger, fatigued with extended work hours, many child 
workers operating lathes and printing presses lose their hands; 
others suffer severe eye damage through welding without goggles, 
or suffer tuberculosis weaving carpets under unhygienic 


conditions. 


The discussion in this section suggests that the high GDP 
growth rate while it produces affluence for the few, reproduces 
poverty for almost half the population. The mechanism of this 
particular growth process is such that it is reducing the 
employment generation capacity of the economy, and perpetuates 
conditions in which the majority of the population does not have 
even the minimum conditions of civilized life: Clean drinking 
water, health, housing and education facilities. As a 
consequence, almost 670,000 children die due to preventable 
diseases annually; of those that have survived millions are 
working long hours for a pittance, under extremely hazardous 
work conditions which threaten to mutilate them physically and 
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mentally. A development strategy which perpetuates such 
inhumane conditions, cannot be sustainable. It is unsustainable 
also if building a civilized society is to be a credible 
national objective for the future. 


3. The Energy Crisis and Economic Growth 


The third dimension of unsustainability of the present growth 
pattern is the energy constraint. There are two aspects to this 


constraint: 


(a) There is a growing divergence between the demand for energy 
and the measures taken to increase its supply. The major 
implication of this is the loss of credibility of the 
official energy production targets. Imtiaz Ali Qazilbash 
has shown that electricity demand projections in the past 
have been based on suppressed demand figures and have 
therefore remained inadequate when compared with other 
underdeveloped countries. However, we have failed even to 
keep up the supply with these suppressed demand figures.”® 
The 1968 WAPDA projection for West Pakistan in 1980 was 4444 
Megawatts. We failed to achieve a generation capability to 
meet even this modest target.”° Consequently, an acute 
power shortage has continued during the 1980-87 period. 
Inspite of the acute shortage of energy, the growth rate of 
installed capacity has been actually declining: From 1960 
to 1976 the average annual growth rate of installed capacity 
was 31.1 percent. From 1977 to 1985 the average annual 


growth rate declined to 10 percent. 


Not only is there a growing shortfall between demand and 
supply of energy, but also a massive shortfall between 
targets and actual achievements. For example, the Sixth 


Five Year Plan promised an additional 3400 MW over the Plan 
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(b) 


period. Yet a total of only 1420 MW could be added by 
1986.°° The World Bank estimates that even if the plans for 
1986-88 are completely fulfilled, by the end of the Plan 
period, the shortfall from target level will be as much as 
1800 Mw.* As a result of the failure to meet power 
generation targets the percentage level of load shedding in 
the WAPDA system near the end of the Sixth Plan in 1987 is 
the same as at the beginning of the Sixth Plan in 1983 
(i.e., approximately 1800 MW which is equivalent to one 
third of the system's capacity).” Similarly, the 
Government of Pakistan's stated goals of electrifying 90 
percent of Pakistan's villages and eliminating load shedding 
by 1990 do not appear credible to even a rudimentary 


scrutiny.* 


The impact of the existing energy crisis on Pakistan's 
industry and investment is crucial. The annual amount of 
value added in manufacturing lost due to load shedding is 
estimated at US$ 500 million, while new investment has been 
decreased by an estimated 35 percent per annum.” The 
impact on small scale industry has been much more than on 
large scale industry. (The loss in value added due to load 
shedding, for SSI has been 18 percent compared to 5.5 


° The impact of the energy shortage on the 


percent in LSM).° 
balance of payments has also been severe: The import bill 
for oil has increased from 8 percent of total import 


expenditure in 1973, to 30 percent today.”*° 


Given the serious shortfall of energy even at the existing 
suppressed demand levels, the energy sector would be a 
critical constraint to industrial growth in the future. 
Yet, the crisis could be overcome if we were to systemati- 
cally fulfill the potential for hydroelectric power. For 
example, there are 8 sites upstream of Tarbela on the main 
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gorge of the Indus up to Skardu. These together could 
provide 30,000 MW. (In fact work on 2 of these sites, i.e., 
Basha and Dassu could start right away since the preliminary 
investigations are already complete. These two dams alone 
could give an additional 7000 MW). Apart from the Indus, 
an additional 10,000 MW potential is available on the rivers 


Jhelum, Kunhar, Swat and Shiyoke.*’ 


An important point to note in this context is that the 
controversial Kalabagh dam cannot be justified on purely 
energy production grounds: The reason is that with the 
money required for the Kalabagh dam (approximately US$ 6.3 
billion) at least three times more power could be added if 
the smaller upstream dams were constructed instead.*® In 
any case, if the hydroelectric power potential is to be 
fulfilled a considerable improvement would be needed in the 
institutional frameworks within which decisions are taken 


and implemented. 
4. The Environmental Dimension 


The question of whether or not economic growth can be sustained 
is inseparable from the processes that operate in the physical 
environment. However, since for example, the condition of the top- 
soil in which wheat grows, changes much more gradually than the 
price of wheat, the literature on Pakistan's economy has paid 
considerable attention to the latter and has virtually ignored the 
former. Evidence is now beginning to emerge that in Pakistan 
environmental damage in some spheres may be reaching threshold 
levels, because of the failure to integrate the environmental impact 


of economic growth into policy choices. 


A recent report of the Government of Pakistan, dramatically 


acknowledges the grave threat to pakistan's physical environment: 
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"There are substantial evidences of widespread environmental 
degradation throughout the terrestrial eco system of the country."*° 
The World Bank report on Pakistan's environmental condition brings 
home the urgency of the problem in saying: "In many instances 
(such) degradation is already far advanced and may be difficult if 
not impossible to arrest... in other areas, the process of 
ecological deterioration has recently begun to accelerate and 
threatens to present insoluble problems unless remedial action is 


.."*° Similar ominous conclusions were made by the 


taken very soon.. 
most recent workshop of the International Union for the Conservation 
of Nature (IUCN) on Pakistan's physical environment: The groups 
concluded that rapid environmental degradation has taken place in 


Pakistan in the past fifteen to twenty years...."‘? 


4.1 Ecological Degradation: Visible ecological degradation in 
Pakistan can be classified into four categories: 


(a) Deforestation: Pakistan belongs to the group of countries 
with the lowest per capita forest area in the world (0.05 
hectares per capita or 5 percent of the total land area). 
Because of such low area under forest, the country can ill 
afford the unplanned rapid cutting of trees and overgrazing 
of range lands. "Extensive deforestation" which is 
occurring particularly in the watersheds "is a major threat 


142 When the tree cover is lost on 


to the nation as a whole.' 
slopes, the top soil is washed away. This leads to decline 
in fertility, flash flooding desertification and finally a 
rapid siltation of expensive reservoirs above the major 
dams. The degradation of overgrazed ranges threatens the 


survival of nomadic communities.” 


(b) Soil Erosion: Apart from wind and water erosion there is 
accelerated man caused erosion in extensive areas in 


Pakistan. This has resulted from overgrazing, intensive 


(c) 


(a) 
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cultivation without suitable soil protective and water 
management measures. The result is a rapid increase in the 
sediment load of rivers. For example, recent estimates show 
that the sediment load in the indus is one of the highest 
in the world. "Without effective watershed 
protection...Tarbela might be completely silted up in about 


35 years, resulting in massive financial losses." 


Desertification: Desertification is a set of processes 
which lead to a reduction in the biological potential of 
the land which ultimately lead to desert like conditions 
and complete loss of production. Desertification, although 
a world-wide problem is particularly serious in Pakistan 
where 75 percent of the land is under this threat. There 
has been a reduction of 25 percent in the rainfed cultivated 
area due to erosion in the past few years. Similarly, rapid 
desertification is also affecting the irrigated cultivated 
area. Extensive surface irrigation has raised the water- 
table to within 6 feet in 25 percent of the Indus Basin. 
Consequently, more than 40,000 hectares of irrigated land 
are being lost each year. WAPDA in 1981 estimated that 
about 21 million hectares of land has been severely affected 
by waterlogging and 4.2 million hectares by salinity. This 
has affected a population of 3.5 million.“ 


Species Extinction: The 1986 IUCN et.al. workshop estimated 
that due to shrinking forest cover and rapid population 
growth, "half the species of wildlife known to live in 
Pakistan are now considered to be endangered or have become 
extinct.‘® This devastation of Pakistan's wildlife will not 
only impoverish the color and music of our landscape, but 
will also adversely affect agricultural production. For 
example, several species of birds (insectivorous) consume 


harmful insects which would otherwise damage crops. Such 
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birds if allowed to multiply could reduce our dependence on 
pesticides. At the moment, indiscriminate use of pesticides 
is destroying a wide range of not only harmful insects but 
also those that are beneficial to crops. For example, the 
honeybee (apart from producing honey) helps pollination of 
agricultural crops. Indiscriminate pesticides use kills 
away honeybees too, resulting in a large reduction in oil 


seed crops.‘’ 


4.2 Water Pollution: The IUCN et. al. workshop concluded that 
water pollution in Pakistan has reached an alarming condition 
and like other issues in this section needs the immediate 
attention of policy makers and concerned citizens. Water 
pollutants are transmitted to human beings in the form of 
chemical impurities, bacteria and viruses; they can also enter 
through the food supply build up of chemicals in fish, growth 
of bacteria and viruses in vegetables irrigated with con- 
taminated water, or through body contact with such water. 
Polluted water is responsible for 40 percent of all deaths in 


Pakistan. 


In many reaches of the river Indus wastes-loading has exhausted 
the wastes assimilation capacity of the river system. It has 
been established that major changes in the salt content of 
rivers can decrease the value of water for irrigation and water 
supply purposes. The 1985 data for the Indus river for example, 
shows "a drastic degradation of water quality in terms of 
salinity." It suggests that water reaching downstream users 


"will soon be unfit for most purposes."“® 


4.3 Urbanization: Ayub Qutub who has done pioneering work on 
Urbanization and Regional Planning in Pakistan has shown that 
if present trends continue, the urban population by the year 
2000 will be about 58 million compared to about 31 million 
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today.‘° If the present pace of labor displacing mechaniza- 
t i ° n 
continues in agriculture along with land resumption from tenants 
by big landlords, then the urban population is likely to be much 
larger. It is estimated that 90 percent of the estimated 
increase in urban population during the next 12 years will be 
absorbed in existing cities and town placing an extremely heavy 
load on the already weak infrastructure facilities. Costs of 
population absorption are 6 times higher than in rural areas at 
existing infrastructure. Even if substantially reduced 
standards are implemented in urban areas population absorption 
costs would still be 3.7 times higher. consequently, a very 
severe resource constraint will be faced in providing even the 
minimum facilities of health, transport, sewage disposal and 
housing. Even with an optimistic 6.9 percent GDP growth over 
the next decade (which I have suggested earlier is unlikely) 
resources will be less than 33 percent of infrastructure 


requirements at current standards.” 


In this essay I have indicated four dimensions of the existing 
pattern of economic growth which make it unsustainable in the near 
future: The savings and foreign exchange constraint; the adverse 
structural features and social consequences; the energy constraint; 
and finally the environmental dimension. It is clear that we are 
living on "borrowed time". The development strategy followed so far 
has pushed us into a major economic, social and environmental 
crisis. Urgent economic and institutional changes need to be made 
if we are to survive as an independent people and retain any hope 


of building a civilized society. 
PART III 


POLICY FRAMEWORK FOR SUSTAINABLE DEVELOPMENT 
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If a government of the people is established, the following 
could be the elements of a sustainable development strategy in 
Pakistan: 


1. Alternative Planning Mechanism 


Decentralization of planning from the federal to the provincial, 
district and village/mohallah level. In this context, Village 
Development Councils could be established on a voluntary basis by 
the citizens in villages/mohallahs. District Planning Boards could 
be established and staffed with professionals who could work with 
the Village Development Councils to formulate development projects 
and monitor implementation at the grass-roots level. Planning at 
the moment is a top-down process consisting of allocating funds for 
various sectors by the federal authorities. The planning exercise 
should start more concretely at the project level and would have two 


basic advantages over the existing one: 


(a) Village/mohallah level organizations would be involved in 
the process of project formulation and implementation. Here 
the people would be both the subject and the object of the 
development process rather than as mere objects of a 
"development" handed down by a central bureaucracy. 


(b) Such a planning mechanism would introduce a _ regional 
dimension into the planning exercise. The projects 
specified at the village/mohallah level would be aggregated 
into district, provincial and then national plans in an 
iterative way so as to simultaneously achieve not just 
aggregate growth targets but also the objective of regional 
equity and employment. 


2. Establishing a Heavy Industrial Base for Self-reliance 
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Achieving a resilient and self-reliant economy requires a major 
industrialization programme, the heart of which would be the 
establishment of a heavy industrial base in Pakistan. This would 
include industries such as heavy engineering, heavy chemicals, 
transport and communications, electronics and high technology 
industries such as computers, lasers and fiberoptics. Such an 


industrial base would fulfill three national objectives: 


(a) It would enable the development of technologies which are 
best suited to domestic resource endowment, rather than 
being locked as we are into high cost, capital intensive 
imported technologies, which are designed for labor scarce 


Western economies. 


(b) It would enable the production of high quality consumer 
products and an_ increase in cost efficiency thereby 


imparting an export capability to the consumer goods sector. 


(c) It would increase the secondary multiplier effects of 
domestic investment through a linkage between consumer goods 
and machine production sectors. It would also drastically 
reduce foreign exchange requirements for imported machines 


and intermediate goods. 


3. Small Scale Industries Sector and its Linkage with the Heavy 


Industries Sector 


Rapid acceleration in the development of small scale industry 
and the associated development of small towns in which they could 
be located. 


(a) Employment Generation and Efficiency of Capital Use: Ther 
is strong evidence to suggest that in the case of Pakistan 


small scale industry generates both more employment per uni 
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of investment as well as more value added per unit of 
investment compared to the large scale manufacturing sector. 
The evidence suggests that the average capital intensity 
(K/L) in large scale manufacturing sector is 5 times that 
in small scale industry, i.e., the number of jobs generated 
in small scale industry per unit of capital is 5 times more 
than in large scale manufacturing. Similarly, when we 
compare the efficiency of capital use in the two sectors, 
i.e., value added per unit of capital (VA/K) we discover 
that VA/K is almost twice as much in small scale industry 


compared to large scale industry.” 


(b) Domestic Linkage: Let us now consider the two important 
domestic linkages of small scale industry. The first 
operating through employment generation and the second 
through increased demand for capital goods. We have already 
shown that investment in small scale industry generates 
several times the number of jobs compared to LSM. As for 
its effect on the demand for domestically produced goods the 
available evidence shows that most of the machinery and 
equipment used in small scale industry is locally produced. 
For example, the UNIDO survey shows that 76 percent of all 
machines in use were of Pakistani origin.” In view of the 
evidence presented in this section one can suggest that 
growth of small scale industry can help release three 
structural constraints to sustained GNP growth in pakistan: 
Unemployment, capital shortage and foreign exchange 


constraints. 
4. Social and Economic Infrastructure. 
In view of the discussion in the earlier part of this paper it 


is clear that a major initiative will have to be taken to improve 


the social and economic infrastructure in Pakistan. This would be 
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particularly necessary if the policies proposed in items 1, 2 and 
3 above are to be implemented. Rapid improvement in the provision 
of health, housing and education would have to be made not only to 
provide the conditions of civilized existence to our population but 
also to be able to develop a healthy and educated manpower for the 
achievement of the industrialization objectives. At the same time, 
rapid development of dams especially in the upper reaches of the 
Indus between Terbela and Skurdu would have to be made in order to 
fill the major energy gap Pakistan will face if it embarks upon the 
development drive indicated above. Provision of transport, 
communications and construction infrastructure would also be 
essential for the fulfillment of the development targets over the 


next two decades. 


5. Agricultural Development 


As Pakistan approaches the extensive margin of cultivation, 
future growth in agriculture would have to be based on substantial 
increases in yield per acre. This would be necessary not only to 
meet the foodgrain requirements of a population growing at the rate 
of 3.1 percent per annum but also the provision of an investible 
surplus for industry. Future agriculture growth would have to be 
based on realizing the considerable yield potential of the small 
farms sector (less than 25 acre farms) which constitute 54 percent 
of the total farm area and 90 percent of the total number of farms. 
Achievement of this important national objective would require 
effective land reforms if small tenant farms are to be given both 
the incentive and ability to increase their yields. If small farms 
are to increase their yields, provision of technical knowhow, high 
quality seeds, fertilizer, water and pesticides would be essential 
along with water management, transport and social infrastructure 
facilities. The achievement of this task would require the 
establishment of a three tiered institutional structure for small 


farms. These tiers should be: 
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(i) Village Development Councils set up on a voluntary basis by 
citizens at the village/mohallah level. 

(ii) Teams of high quality professionals, in the field of 
agricultural technology, marketing and engineering, should 
be available at the district level to provide back up 
support to Village Development Councils (VDC). 

(iii) Development Catalyzers Team: This third tier would bridge 
the above two tiers. These catalyzers, who would, on the 
one hand, monitor the progress of projects at the village 
levels and on the other hand, specify and overcome project 
bottlenecks by bringing in support from the professional 
teams available at the district level. If this institu- 
tional framework is to function it is necessary to severely 
constrain the power of big landlords through an effective 
land reforms. 


The major reason why the earlier land reforms in Pakistan were 
ineffective was that the ceiling on land was fixed in terms of 
individual holdings. It was, therefore, a simple matter for 
landlords to show their large holdings in the Revenue Records as 
belonging to a number of real or fictitious family members. (For 
a more detailed discussion on the failure of earlier land reforms 
see Appendix). Effective land reforms are essential on four 


grounds: 


(a) A change in the rural power structure is the vital first 
step in building a democratic polity. 


(b) Elimination of the power of large landlords would help in 
breaking down the relations of dominance and subordination 
which are embodied not only in the social relations of 
production, but are also deeply rooted in our political 


culture. 
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(c) Land reforms in terms of giving ownership rights to tenants 
are essential in giving them both the incentive and ability 


to invest in raising yields per acre. 


(d) At the moment the single most important reason why 
government attempts at delivering agricultural inputs to 
the small farmer fail is the domination of big landlords 
over the local power structure. Consequently, inputs such 
as credit, fertilizer, pesticides, meant for the small 
farmer are appropriated by the big landlord by means of his 


leverage over the distribution channels. 


Saving the Physical Environment for a Sustainable Development 


In order to prevent further damage to the fragile physical 
environment in Pakistan urgent steps are needed to set up an 
inter-ministerial environmental policy planning cell. The 
purpose of this cell would be to assess the environmental impact 
of the planned projects and to suggest policies for a better 
relationship between economic growth and ecology. Some of the 
urgent policies that are needed in this regard are as follows: 


(a) The grass-roots people's organizations at the village and 
mohallah level as discussed earlier are needed to develop 
a new relationship between humans, nature and economic 
growth. Professional expertise and education packages on 
environmental awareness are needed to be developed by the 
inter-ministerial cell and the ideas inculcated at the level 


of village/mohallah. 


(b) Introduction of broad legislation to control air and water 
pollution and toxic substances. In case of industrial 
waste, facilities for safe recycling and disposal of toxic 
substances should be established. Similarly, controls are 
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required on pesticides, air, water and noise pollution. 
Pesticides and chemicals which are currently banned in 


originating countries should be banned in Pakistan also. 


(c) Monitoring stations should be established across the country 
in association with the village and Mohallah organizations 
to ensure that the environmental protection law is not 
violated. The already poor forest cover in Pakistan is 
being rapidly depleted as discussed earlier. Urgent measures 
are needed for reforestation especially in the watershed 
areas. Planting of multi-purpose trees, shrubs and grass 
and their protection should be initiated at the local level 
across the country. At the same time, improvement in soil 
stabilization should be undertaken through bench terracing, 


gully plugging and torrents control. 
Overcoming the Financial Constraint 


Overcoming the financial constraints in order to establish 
a diversified, resilient and technologically self-reliant 
economy would require new resources. With the budgetary deficit 
already as high as Rs. 57 billion it is clear that new financial 
resources would have to be mobilized from the domestic economy. 
Three social classes in whose hands much of Pakistan's income 
is concentrated, would have to be tapped for achieving a strong 
economy. These classes are farmers, traders and industrialists. 
Mobilization of the required resources would mean placing direct 
taxes on each of these three classes together with a land reform 


to prevent wasteful consumption by the big landlords. 


At the moment about 112 percent of total government revenue goes 


into public administration, debt servicing and defense, i.e., the 


federal government not only has to borrow for the entire development 


expenditure, but also has to borrow for its administrative expenses. 
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Additional financial resources for development, and a reduction in 


government borrowings can be achieved in the following way: 


(i) A drastic reduction in expenditure on public administration 
through: (a) Decentralization of administrative power, (b) 
Precise specification of administrative functions, 
prevention of overlapping functions within and between 
departments, and finally evaluation and control procedures 
to improve efficiency, and (c) Reduction in the regulatory 
role of civil servants which imparts arbitrary powers to 
them. Such powers not only cause financial waste, but also 


breed corruption and inefficiency. 


(ii) A more cost effective defense. This means ensuring that 
every rupee spent on defense goes towards increased 
firepower and a more effective security against external 


aggression. 


(iii) Over 30 percent of government revenue at present goes into 
debt servicing. A moratorium on debt servicing for at least 
five years should be sought from international lending 
agencies, and subsequently debt servicing should be linked 
with our foreign exchange earnings, so that debt servicing 
constitutes no more than 20 percent of foreign exchange 


earnings annually. 


8. Overcoming the Balance-of-Payments crisis 


The balance of payments crisis cannot simply be dealt with by 
getting more foreign aid as the previous governments have been 
trying to do. Overcoming this crisis means achieving a fundamental 
shift in the composition of exports away from raw materials towards 
manufactured exports. This means a fundamental shift of focus in 


our development strategy towards industrialization. The following 
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four policy measures would have to be taken to develop an export 
capability in manufactured goods: 


(i) The establishment of an indigenous technological change 
capability by the rapid development of machine goods 
industries, in an efficient public sector. There is no 
inherent reason why the public sector cannot be efficient. 
It is essentially a question of having high quality 
management and evaluation and control systems. 


(ii) Developing an institutional linkage between research and 
industry. This is necessary to achieve improved production 


efficiency, product design and quality control system. 


(iii) An aggressive international marketing of manufactured 
products. 


(iv) Overcoming bottlenecks to improved product quality and 
reduced production cost, by setting up support institutions 
for industry. These support institutions would provide 
where needed, management expertise, credit, specialized 
fabrication facilities, and information about foreign 


markets. 
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APPENDIX 


THE LAND REFORMS OF 1959 


The 1959 land reforms fixed the ceiling on the private ownership 
of land at 500 acres irrigated and 1,000 acres unirrigated. The 
fundamental feature which rendered this reform incapable of reducing 
the power of the big landlords was that the ceiling on ownership was 
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fixed in terms of individual rather than family holdings. This 
enabled most of the big landlords to circumvent the ceiling by 
transferring their excess land to various real and fictitious family 
members. Moreover, a number of additional provisions in the 1959 
land reform allowed landlords to retain land far in excess of the 
ceiling even on an individual basis. For example, an individual 
could keep land in excess of the ceiling so long as his holding was 
an equivalent of 36,000 Produce Index Units (PIUs). A PIU was 
estimated as a measure of the gross value of output per acre of land 
by type of soil and was therefore seen aS a measure of land 
productivity. The flaw in this provision was that the PIUs were 
based on preparation revenue settlements. Since the gross value of 
output was dependent on the quality of land and prices, values of 
PIUs fixed before 1947 would grossly underestimate land productivity 
in 1959. M.H. Khan estimates that even if the PIU values published 
in 1959 were taken as a correct representative of land productivity, 
the allowance of 36,000 PIUs for an individual holding would leave 
a substantially larger area than that specified in the ceiling. 
Another provision which enabled landlords to retain above the 


ceiling was the additional area allowed for orchards. 


Given the fact that in the 1959 land reforms the ceiling was 
fixed in terms of individual rather than family holdings, and given 
the existence of additional lacunae in the provision, most big 
landlords were able to circumvent the ceiling and retain their land 
without declaring any land in excess of the ceiling. Those who 
actually declared excess land were super-large landlords who even 
after making use of exemptions still could not conceal their entire 
holdings. Thus the average owned area per declarant landlord in 
Pakistan was as much as 7,028 acres and was 11,810 acres in the 
Punjab province. It is interesting that even out of the land 
declared in excess of the ceiling only 35 percent (1.9 million 
acres) could be resumed by the government. After the government had 


resumed whatever excess land it could, the average owned holding 
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retained by the declarant landlords was as much as 4,033 acres in 
Pakistan and 7,489 acres in Punjab province. Thus the land reforms 
of 1959 failed to have the significant effect on the economic power 
of the landed elite in Pakistan. The final gesture of benevolence 
by the government towards the landlords was to be seen in the fact 
that of the land actually resumed under the 1959 land reforms, as 
much as 57 percent was uncultivated. Most of this area needed 
considerable land improvement before it could be cultivated. Yet 
the government paid Rs. 89.2 million to the former owners as 


‘compensation' for surrendering land which was producing nothing. 
THE LAND REFORMS OF 1972 


The 1972 land reforms shared with the 1959 land reforms the 
essential feature of specifying the ceiling in terms of individual 
rather than family holdings. However, the ceiling in the 1972 land 
reforms was lower, being 150 acres for irrigated and 300 acres for 
unirrigated. The 1972 land reforms allowed an area equivalent to 
12,000 PIUs (with a bonus of 2000 PIUs to owners of tractors or 
tubewells) which enabled a de facto ceiling on an individual 
ownership far above the ceiling. The reason for this discrepancy 
between the de jure and de facto ceiling was that the basis of 
estimating the PIUs was still the revenue settlements of the 1940s. 
The considerable improvement in yields, cropping patterns, and 
cropping intensities since the 1940s meant that the use of obsolete 
PIUs in 1972 considerably understated land productivity. M.H. Khan 
has estimated that due to the understatement of land productivity 
throughout the PIUs provision, the actual ceiling in the 1972 land 
reforms was 466 acres in the Punjab and 560 acres in Sind for a 
tractor/tubewell owner. If an owner also took advantage of the 
provision for intra-family transfers the ceiling came to 932 acres 


irrigated in the Punjab and 1,120 acres in Sind. 
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Of the land that was declared above the ceiling by landlords 
after making use of the provisions for circumventing the ceiling, 
only 42 percent was resumed in the Punjab and 59 percent in Sind. 
The area actually resumed by the government under the 1972 land 
reforms was only about 0.6 million acres, which was even less than 
the area resumed under the 1959 land reforms (which was 1.9 million 
acres). The resumed area in 1972 constituted only 0.01 percent of 
total farm area in the country. Moreover, in the case of the Punjab 
59 percent of area resumed by the government, was uncultivated. 
Consequently, the land reforms of 1972, like the land reforms of 
1959, failed to affect the power of the big landlords. 
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